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is the owner of a 45% undivided interest in the Louvicourt Mine through 

its participation in the Novicourt Inc./Aur Resources Inc./Teck Corporation 
Joint Venture. Novicourt is a copper-based mining company which receives 

its revenues principally from the sale of copper as well as zinc concentrates 


from production at the Louvicourt Mine. 
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JOHN C. WHITE 


1999 RESULTS 

We are pleased to report net earnings in 
1999 of $9.4 million or $0.23 per share. 
This is a notable improvement over the 
1998 earnings of $2.5 million. High-grade 
ore from the current phase of the mining 
cycle, together with efficient operations and 
excellent cost control combined to offset 
low copper prices in the first half of the 
year. Cash flow from operations, before 
changes in operating working capital, 
amounted to $27.3 million, significantly 
higher than the $17.3 million generated in 
1998. Approximately $8.0 million of this 
cash flow was returned to shareholders 
through payment of $0.10 per share semi- 
annual dividends in May and November. 
The Directors decided not to declare a 
special dividend in February 1999 due to 
the uncertainty surrounding the outlook 
for the price of copper. But this year, after 
consideration of Novicourt’s current strong 
financial condition and forecasts of future 


cash flows, the Board has declared a special 
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High grade ore, efficient operations and 


dividend of $0.10 per share, payable on 
March 15th, 2000 to shareholders of 
record on March 10th. 


The Global Economy and Metal Markets 
Novicourt is a single-mine company whose 
financial fortunes are largely dependent on 
the price of our principal product, copper. 
Copper prices are, in turn, largely governed 
by many factors including the state of the 
global economy, the balance between world 
supply and demand and prevailing investor 
sentiment. All of these factors are beyond 
the direct control of the Company. Setting 
an appropriate tone for reporting annual 
results to shareholders is always an interest- 
ing exercise. At this time last year the 
short-term outlook was clouded by 
questionable prospects for the world econo- 
my and copper prices at 12-year lows. 
Nevertheless we were somewhat optimistic 
that planned cutbacks by producers and 
early signs of increasing economic stability 
in Southeast Asia could lead to better times 


ahead. These and other factors led to a 


excellent cost control offset lower copper prices. 


balancing of supply and demand during 
the year. During the first six months of 
1999 the copper price averaged only 
US$0.65 per pound but increased during 
the third quarter to the range of US$0.78- 
0.80 per pound before reaching US$0.85 
at year-end. 

This year an appropriate tone would 
again be one of optimism but tempered by 
caution. There is a distinct possibility of 
solid growth continuing in each of North 
America, Europe and Asia. We expect to 
see stronger demand for base metals in 
2000 with no anticipated large supply 
increases. However, in the specific case of 
copper, historically high levels of invento- 
ries which accumulated during 1999 may 
moderate future price increases. 

While copper is our most important 
product, almost one quarter of total sales of 
concentrates is derived from zinc, gold and 
silver. Unlike copper, zinc inventories 
decreased by 10% in 1999 and the price 
increased from a five-year low of US$0.41 
per pound in January to a peak of US$0.56 


in December. The outlook for zinc in 2000 
continues to be positive. Although the gold 
market fluctuated dramatically in 1999 due 
to announcements of bullion reserves sales 
by central banks, and subsequent decisions 
to continue holding gold stocks, there was 
little actual change in the gold price over 
the course of the year. Early in 2000, the 
gold price increased moderately in response 
to anticipated reductions of forward sales 
by producers. The silver market was rela- 
tively uneventful in 1999 but could 
respond positively in 2000 to increased 


demand from general industrial growth. 


Operating Results 

Of course, product prices and markets 

are not the only factors that determine our 
Company’s financial results. Two other 
important factors are production levels and 
costs, both of which can be controlled. In 
this respect we are pleased to report that 
the operation of the Louvicourt Mine was 
again exemplary in 1999. A record total of 
1.61 million tonnes was mined and milled 
at an average rate of 4,417 tonnes per 
calendar day. The copper grade of this ore 
was high at 4.2% and recovery of all metals 
was very satisfactory. The cash cost of 
copper was US$0.40 per pound, reduced 
by higher copper production, from 
US$0.49 per pound in 1998. Novicourt’s 
costs for smelting and refining copper and 
zinc concentrates are based on the terms 
negotiated independently by Aur Resources 
Inc. (“Aur”) and Teck Corporation 
(“Teck”). Changes that occurred in the 


global smelting business were reflected in 
a reduction of those costs, starting in 


mid-1999. 


Financial Results 

Sale of concentrates from Novicourt’s 45% 
share of Louvicourt production amounted 
to $88.5 million in 1999, compared to 
$79.9 million in 1998. These revenues 
include a copper hedge gain of $0.3 mil- 
lion in 1999 and a gain of $3.3 million in 
1998. For the last year or two, market con- 
ditions have not favoured extending hedges 
on future production so only 900 tonnes of 
copper were sold forward in 1999 versus 
8,400 tonnes in 1998. There is no copper 
hedge program in 2000. A currency hedge 
to match revenues in U.S. dollars against 
costs in Canadian dollars was first institut- 
ed in 1995 and was renewed in 1997. A 
loss was incurred on this hedge of $1.4 
million in 1999 compared to a loss of 
$2.6 million in 1998. This currency hedge 


program was not renewed for 2000. 


The Future 

Louvicourt’s ore reserves are detailed in the 
following section of this report. At January 
Ist, 2000 the proven and probable reserves 
were 7.5 million tonnes grading 3.3% cop- 
per. This amount is only sufficient to 
sustain operations at a planned level of 
4,300 tonnes per day for seven days per 
week until the end of 2002, followed by 
two years at a reduced schedule of five days 
per week. The search for replacement 
reserves continues as aggressively as possible 
on both the Louvicourt and Louvex 


properties. Success has been elusive to date 


but a number of potential targets still 
remain. The use of new deep seismic tech- 
nology is under consideration to aid in this 
search. The Company has budgeted $0.7 
million in 2000 for exploration of both 
properties. Also budgeted in 2000 is $1.9 
million in sustaining capital for mine 
development and equipment. 

The Company has started the year 2000 
in a strong financial condition with cash on 
hand of $26.6 million. We expect there 
will be more than sufficient resources to 
fund the forecast capital and exploration 
programs and to pay the two semi-annual 
dividends as well as the special dividend. In 
closing, I want to once again acknowledge 
the efficient and dedicated efforts of 
Louvicourt’s management and employees 
and the assistance and guidance provided 


to them by Aur Resources. 


On behalf of the Board 


JOHN C. WHITE 


President 
March 1, 2000 
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The Joint Ventures 


Novicourt’s principal assets are an undivid- 
ed 45% interest in each of the Louvicourt 
and Louvaur Joint Venture properties, 
located in Louvicourt Township, east of 
Val d’Or, Quebec. These properties 
comprise 169 mining claims and 4 mining 
leases on a total of 8,288 acres. The 
Louvicourt property, which covers 845 
acres, is completely surrounded by the 
Louvaur Joint Venture property. The latter 
is subdivided for exploration convenience 
into Louvex to the south and Bonnefond 
to the north. Aur Resources owns 30% of 
Louvicourt and 55% of Louvaur. Teck 
Corporation owns 25% of Louvicourt. 
Each of the Joint Ventures is operated by 
Aur Resources under the direction of a 


Management Committee comprised of two 
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representatives nominated by each partner. 
Noranda Inc. (“Noranda’) has the right to 
nominate the two Novicourt representa- 
tives on each of these committees. 
Novicourt has no full-time employees as 
Noranda performs all corporate functions 
under management and administration 
agreements entered into at the time the 


Louvicourt Joint Venture was created. 


LOUVICOURT MINE (100% BASIS) 
Operating Summary 

In 1999 a record total of 1,612,475 tonnes 
grading 4.2% copper was milled at an aver- 
age rate of 4,417 tonnes per calendar day. 
This compares to 1,601,431 tonnes of 
3.6% copper ore in 1998. The work force 
was reduced in 1999 to 271 permanent 
plus 27 temporary and contract employees. 
Control of overall productivity and operat- 


ing costs was excellent at 22.9 tonnes per 


employee shift and $34.59 per tonne 
respectively. In 1998 productivity was 23.1 
tonnes per employee shift and costs were 
$36.36 per tonne milled. Safety efforts 
were not quite as successful in 1999 as 4 
lost time and 18 light duty injuries were 
regrettably recorded. Action plans for this 
important aspect in 2000 include improve- 
ments to the joint safety inspection 
program, critical job analysis and follow up 
on recommendations of an audit carried 


out in November 1999. 


Mining 

Mine development and production 
operations were generally satisfactory. The 
grade of ore mined was the highest to date 
due to the extraction sequence. Changes in 


stope design have resulted in improvements 
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Record production of 1,612,475 tonnes 


of-ore grading 4.2% copper 


in dilution and ore recovery. Since the 
start of mining, the total dilution has been 
calculated at 8.2% with overall ore recovery 
of 96%. Late in 1999, two incidents 

of ore caving in stopes were experienced. 
No injury or permanent equipment loss 
was incurred but it has been necessary to 
re-schedule production. In the short-term, 
flexibility will be reduced but we expect 
that overall ore recovery will not be 
materially affected. 

Excellent cost control has been achieved 
by the underground work force. The total 
mining cost per tonne in 1999 was $16.18 
compared to $17.12 in 1998 as a result of 
savings in material costs and consumption, 
improved productivity through method 
changes and more efficient equipment 
usage. Commissioning of a new automated 
production drill has been slower than 


expected but progress is being made 


towards enhancement of drilling productiy- 
ity. Management at the mine is forecasting 
a further 10% cost reduction for 2000. 


Milling 

The concentrator availability in 1999 

was very good at 95%. Copper recovery 
in 1999 of 96.9% was comparable to the 
1998 level with production of 228,274 
tonnes of copper concentrate containing 
138.4 million payable pounds of copper, 
33,858 payable ounces of gold and 
847,665 payable ounces of silver. Due to 
the mine extraction sequence, the zinc ore 
grade was lower than expected at 1.35%. 
Nevertheless zinc recovery of 77.9% was 
highly satisfactory and 30,417 tonnes of 
zinc concentrate containing 31.7 million 
payable pounds of zinc was produced. A 
record amount of paste backfill was pre- 
pared for the mine. Disposal of tailings was 
satisfactory and the final effluent from the 
polishing pond was in full compliance 


with regulations. 


Capital Expenditures 

Capital and deferred development 
expenditures for the Louvicourt Mine 
totalled approximately $3.7 million in 
1999, compared to $4.0 million spent in 
1998. In 1999, items comprised $2.0 mil- 
lion for main haulage development, 

$0.7 million for ventilation requirements, 
$0.6 million for underground mining 
equipment and $0.3 million for the second 
flash flotation unit. The 2000 capital fore- 
cast of $1.9 million includes $1.1 million 
for mine development, $0.5 million for 
ventilation and infrastructure, and $0.2 


million for drilling equipment. 
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100% basis 
Tonnes milled (thousands) 
Tonnes per calendar day 
Grade (% copper) 


Grade (% zinc) 


Novicourt’s payable share of production 


Copper (million pounds) 
Zinc (million pounds) 
Gold (000 ounces) 


Silver (000 ounces) 


EXPLORATION - 


Louvicourt and 
Louvaur Joint Ventures (100%) 


In the continuing search for additional ore 
reserves, a total of 14,758 metres of dia- 
mond drilling was carried out during 1999 
on the Louvicourt property and 3,765 
metres on the Louvex property. The 
ageregate cost of these programs in 1999 
was $2.4 million, of which the Company's 
share was $1.1 million. This amount was 
expensed. The focus of 1999 exploration 
at Louvicourt was to look for massive 
sulphide mineralization in the 
volcanosedimentary rock sequences near 
the historically favourable geological 
structures. This drilling was distributed 
among seven target areas but success has 
been limited to date with intersections of 
only patchy low-grade stringer and dissem- 


inated sulphide mineralization. A number 


6 Novicourt 


1999 1998 
1,612 1,601 
4,417 4,387 
4.16 3.60 
1.35 1.44 
62.3 53.5 
14.3 15.7 
15.2 127 
381 315 


1997 1996 
1,575 1,600 
4,314 4,384 
3.69 3.38 
1.41 1.47 
53.8 49.5 
14.4 15.0 
12.6 13.6 
283 312 


of potential targets still remain to be tested 
and an initial budget of $0.2 million has 
been provided to continue exploration in 
the year 2000. The main thrust of Louvex 
exploration has been to look for expansions 
and/or repetitions of the Louvicourt 
geology to the west, to the east and at 
depth. Results here have also been disap- 
pointing to date. However, some 
interesting (but sub-economic) gold values 
were obtained in the southern part of 
Louvex and will be followed up by a 
limited drill program in 2000. 

The 2000 program will include a small 
amount to investigate the potential applica- 
tion of a deep seismic reflection survey 
technology developed by Noranda. This 
technology, which has been adapted from 
the oil industry, will test for the presence of 


massive sulphides from a depth of 500 to 


2000 metres below surface over a large 
potential area. Data collection for a 
two-dimensional test was started in late 
1999. If the first stage results warrant, a 
3D seismic test will be considered and the 
budget will be increased appropriately. 

The northern portion of the Louvaur 
Joint Venture area of interest is called the 
Bonnefond property. A number of 
sub-economic gold occurrences were found 
on this property but continuity of the 
higher-grade gold intersections has not yet 
been established. No work was carried out 
on Bonnefond in 1999 and none is 


planned for the year 2000. 


Ore Reserves 

The accompanying table details the Louvicourt ore reserves at the end of 1999 and provides a comparison with 1998. The reduction of 

1.0 million tonnes in total reserves is related to the 1.6 million tonnes extracted in 1999 offset by a net addition of 0.6 million tonnes result- 
ing from revisions and refinements to the block model based on the most recent geological interpretation and mine production experience. 
According to the latest life-of-mine plan, these reserves will support full operations at 4,300 tonnes per day 7 days per week for three more 


years, followed by two years on a 5-days per week basis. 


*LOUVICOURT ORE RESERVES 
at December 31, 1999 and 1998 


Tonnes Grade 

ISI9)S) COPIRIER ZINC GOLD SILVER 

(000's) % % gr/mt gr/mt 
Proven 5,288 3.66 Ovi 0.9 28.3 
Probable 2,185 2.52 1299 0.8 Ziled 
Total 7,473 Bra oll i 0.9 28.0 
1998 
Proven 5,483 3.86 dze2 0.9 28309) 
Probable 3,038 3.00 Wet 0.8 275 
Total Spon 356 1.69 0.9 235) 
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(000 tonnes) Proven Probable 
Opening, January 1st, 1999 5,483 3,038 
Production (2) - 
Additions, net 1,417 (853) 
Closing December si) 1999 5,288 Zuo 


* The ore reserves have been calculated and provided to the Company by Aur, the Joint Venture operator. 
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Management’s Discussion and Analysis 
provides a review of the performance of 
Novicourt and its joint ventures. 
Performance in 1999 is compared to 1998, 
and issues and risks that can be expected to 
impact on future operations are discussed. 
These issues and risks may cause actual 
results to differ materially from those 
described in forward-looking statements 

in this Management’s Discussion 


and Analysis. 


Operating Results 

In 1999, Novicourt had net earnings of 
$9.4 million or $0.23 per share compared 
to net earnings of $2.5 million or $0.06 
per share in 1998. Revenues from the sale 
of concentrates for 1999 were $88.5 
million, increased from $79.9 million in 
the prior year. Total accountable copper 
production increased by 16% over 1998 
due to an increase in the tonnage milled 
and higher copper grades. The increase in 
copper production was partially offset bya 


lower average copper price in 1999 
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The price of zinc rose from 


US$0.41 to US$0.56 per pound 


(US$0.71 — 1999 versus US$0.75 — 1998). 
Revenues include copper-hedging gains of 
$0.3 million and $3.3 million in 1999 and 
1998 respectively. Although the average 
copper price was lower in 1999, copper 
hedge gains were lower than in 1998 as the 
Company had only 900 tonnes of produc- 
tion hedged in 1999 compared to 8,400 
tonnes hedged in 1998. Losses from 
currency hedges decreased to $1.4 million 
in 1999 from $2.6 million in 1998 due to 
a smaller difference between the actual 
exchange rate and the hedged exchange 
rate. There are no copper or currency 
hedges in place for the year 2000. 

The price of copper fell to US$0.65 per 
pound in late 1998 and remained in that 
vincity for most of the first six months of 
1999. The price then responded to restruc- 
turing and cutbacks by US producers, 
subsequently averaged US$0.76 per pound 
in the third quarter and ended the year at 
US$0.85 per pound. In the first two and 
one-half months of 2000, copper prices 
have been in the US$0.78 to US$0.86 per 
pound range. The price increases have 


reflected not only changes in fundamental 


supply and demand but also renewed 
technical interest in the commodity market 
by banks and fund investors. 

All copper and zinc concentrates were 
sold to Noranda’s smelting and refining 
plants under agreements based on terms 
negotiated by the other two Louvicourt 
Joint Venture partners, Aur and Teck. 

In spite of higher concentrate production, 
total smelting, refining and transportation 
costs in 1999 were $2.1 million lower in 
1999, than in 1998, reflecting the 
reduction in global benchmark copper 
smelting terms. 

The excellent performance of the 
Louvicourt mine and concentrator contin- 
ued in 1999. Copper head grades were 
4.2% in 1999 compared to 3.6% in 1998 
due to mining sequence. Daily throughput 
also increased to a record 4,417 tonnes per 
calendar day from 4,387 in 1998. Copper 
concentrate production increased 17% over 
1998 to 228,274 tonnes. Zinc concentrate 
production decreased by 8% in 1999 as 
head grades fell to 1.35% from 1.44% in 


1998 and recoveries decreased slightly. 


Productivity of 22.9 tonnes per employee 
shift was consistent with 1998 levels. 

Novicourt’s 45% share of copper concen- 
trate contained 62.3 million pounds of 
payable copper, 15,236 ounces of payable 
gold and 381,000 ounces of payable 
silver. These amounts are higher than the 
Company’s 1998 share of production by 
16%, 20% and 21%, respectively. 
Novicourt’s share of payable zinc contained 
in zinc concentrate was 14.3 million pounds 
of zinc, compared to 15.7 million pounds 
jin MOS. 

Although tonnage milled increased in 
1999, Novicourt’s share of production costs 
at Louvicourt was $25.2 million, $1.0 mil- 
lion less than in 1998. Operating costs 
before exploration charges were reduced to 
$34.59 per tonne from $36.36 per tonne in 
1998 largely through increased under- 
ground efficiencies and lower material costs 


and consumption. 
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Depreciation and amortization increased 
by $1.3 million in 1999 to $14.8 million. 
This was mainly due to the increase in 
the tonnage of ore milled at the Louvicourt 
Mine. 

Exploration expenses increased by 
approximately $0.1 million from 1998 ley- 
els to $1.1 million due mainly to higher 
drilling costs for deeper holes. As planned, 
no exploration activities were carried out in 
1999 on the Bonnefond property. 

The $0.2 million reduction in adminis- 
tration expenses in 1999 was mainly due to 
lower capital tax costs. 

Interest income increased to $1.0 million 
in 1999 from $0.6 million in 1998 as the 
increase in operating cash flow resulted in 
higher cash balances throughout the year. 
Interest rates were also higher in 1999. 
The Company participates in a short-term 
investment pool with Noranda and other 
associated companies. Cash balances are 


invested in this pool and earn interest 


based on rates published by the Bank of 
Canada for bankers’ acceptance and 


commercial paper. 


Cash Flow and Liquidity 

Cash from operations before changes in 
operating working capital increased to 
$27.3 million in 1999 from $17.3 million 
in 1998 due to the increase in copper 
production and reduction in copper smelt- 
ing charges, partially offset by reduced 
copper prices. 

In December 1998, Novicourt prepaid 
the smelting and refining charges for the 
last four months of unsettled concentrate 
shipments for 1998 it had outstanding with 
Noranda in return for a reduction in the 
smelting fee the Company would be 
charged on those concentrate shipments. 
The amount that was prepaid, and the 
resulting reduction of the smelting charges, 


was settled with the Company in the first 
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quarter of 1999. The transaction increased 
accounts receivable at December 31, 1998. 
Also in December 1998, the Company 
purchased from Noranda 12,343 tonnes of 
concentrate and held it as inventory at 
year-end. The concentrate position was sold 
to Noranda in January 1999 for a small 
gain. The total value of these two transac- 
tions was $15.0 million and largely 
accounted for the increase of $10.8 million 
in operating working capital in 1998. The 
remaining net decrease in operating working 
capital in 1998 was related to the fact that 
the Company had valued its unsettled 
accounts receivable from copper production 
at US$0.67 at December 31, 1998 com- 
pared to US$0.80 at December 31, 1997. 
In 1999, the net increase in operating 
working capital of $8.4 million was due to 
the final settlement of the transactions 
described above, offset by the net increase in 
operating working capital resulting from the 
increase in copper production and a higher 
copper price for unsettled accounts receiv- 
able. At December 31, 1999, the Company 
valued its unsettled copper accounts receiv- 
able at US$0.83 per pound compared to 
US$0.67 per pound at December 31, 1998. 
The Company was debt-free in both 
1999 and 1998. Regular semi-annual divi- 
dends of $0.10 per common share were 
declared and paid in May and November of 
each year. The total amount of dividends 
paid was $8.0 million in 1999 compared to 
$12.1 million in 1998 when a special divi- 
dend of $0.10 was also declared and paid. 
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Outlook 

Novicourt is confident that the strong 
operating performance of the Louvicourt 
Mine will continue for the immediate 
future. Although the search for new ore 
reserves has not yet been successful, a 
number of potential targets for exploration 
remain. The possibility of a repetition of the 
favourable geology on the southern portion 
of the Joint Venture properties will be 
tested. In addition, new technology will be 
utilized to test for the presence of massive 
sulphides from a depth of 500 to 2000 


metres below surface. 


RISKS AND UNCERTAINTIES 
Commodity Price and Currency Risk 
The markets for Novicourt’s products are 
highly competitive and cyclical. Prices for 
these products tend to fluctuate and are 
affected by numerous factors beyond 
Novicourt’s control including the general 
level of economic activity in the industrial- 
ized world, expectations for inflation, 
speculative activities, fluctuations in 
currency exchange rates, global and regional 
demand and production, political and 
economic conditions and production costs 
in major producing regions. All of these 
factors can have a significant influence on 
selling prices and thus Novicourt’s results 
and operations. 

The price of copper dropped to a 12-year 
low of US $0.65 at the end of 1998 and 
stayed at that level for several months until a 
number of North American producers 
announced plans to merge, cutback or close 
down. At the same time there were signs of 
economic recovery in Southeast Asia and 
continuing strong demand from the United 
States. Although inventories of copper were 
at historically high levels, the copper price 


was drawn upwards by the change in market 


sentiment and the very positive fundamen- 
tals of the nickel and aluminum markets. 
This situation continues today and although 
the likelihood of further significant price 
increases is not considered high, on the 
other hand there is reason for optimism that 
the year 2000 will not experience another 
sharp drop as in 1998. With cash costs of 
US$0.40 per pound of copper, and total 
costs of US$0.56 per pound, including all 
non-cash items, the short term future of the 
Company is not in doubt. The impact of a 
US$0.10 change in copper price would be 
$3.9 million on the Company’s earnings and 
$5.3 million on cash flow. 

Approximately 12% of the Company's 
revenues result from the sale of zinc 
concentrates. After several years of high 
inventories, the fundamentals of the zinc 
market are now very strong. However, zinc 
has never attracted the same attention from 
investors and speculators as copper, nickel or 
aluminum and this has kept prices at lower 
levels. In 1999 the market had a deficit of 
97,000 tonnes and the price rose from 
US$0.41 per pound to a peak of US$0.56 
at year-end. The market is expected to be in 
balance for 2000 so it is not unreasonable 
to expect the price to remain in the 
US$0.50 to US$0.60 range. A US$0.05 
change in zinc price will affect the 
Company’s earnings by $0.6 million and 
cash flow by $0.9 million. 

The gold market has taken a beating in 
1999 from the sales of bullion by central 
banks and a sustained recovery to a price 
over US$300 per ounce seems unlikely. 
Announcements of reduced forward selling 
by producers has helped to support the gold 
price for now. Gold accounted for 7% of 
Novicourt revenues in 1999. Silver 
sometimes follows gold but it also acts as 


an industrial metal and could therefore 


react positively to global economic growth. 
It accounted for 3% of the Company’s 
revenues in 1999. 

All of Novicourt’s production is sold at 
world prices; therefore, fluctuations in the 
value of the Canadian dollar relative to the 
U.S. dollar, may have a significant effect on 
Novicourt’s revenues and earnings. The 
Company has in the past hedged this risk 
and incurred losses in so doing. Management 
reviews this situation periodically with the 
Board. The impact of a $0.01 change in the 
value of the Canadian dollar will be $0.3 
million on earnings and $0.4 million on 


cash flow. 


Other Risks 

Mining operations may be subject to risks 
and hazards, including environmental 
hazards, industrial accidents, unusual or 
unexpected geological formations, ground 
control problems and flooding. The occur- 
rence of any of the foregoing could result in 
damage to or destruction of mineral proper- 
ties, production facilities, personal injuries, 
environmental damage, delays or interrup- 
tion of production, increases in production 
costs, monetary losses, legal liability, and 
adverse government action. 

The Company maintains insurance 
against risks that are typical in the mining 
industry and in amounts believed to be rea- 
sonable. However, insurance against certain 
risks, including certain liabilities for envi- 
ronmental pollution, may not be available to 
the Company or to other companies within 
the industry. 

The Company’s activities are subject to 
extensive laws and regulations controlling 
not only the mining of and exploration for 


mineral properties, but also the possible 


effects of such activities upon the environ- 
ment. Permits from regulatory authorities 
are required for many aspects of mine 
operation and reclamation. Future legisla- 
tion and regulations could cause additional 
expense, capital expenditures and restrictions 
in the operation of the Louvicourt Mine, 
the extent of which cannot be predicted. 

In the context of environmental permitting, 
including the approval of reclamation plans, 
the Company must comply with known 
standards, existing laws and regulations 
which may entail greater or lesser costs and 
delays depending on the nature of the 
activity to be permitted and how stringently 
the regulations are implemented by the 


permitting authority. 


YEAR 2000 
Operations at the Louvicourt Mine are the 
responsibility of the operator. Novicourt, 
through its representatives on the joint ven- 
ture management committee, had ongoing 
discussions with the operator and the other 
joint venture partner to ensure assessment, 
remediation where required, testing, contin- 
gency planning and customer readiness 
reviews. Noranda provides all management 
and administration services required by 
Novicourt and also processes Novicourt’s 
concentrates at its facilities. Through discus- 
sions with Noranda, Novicourt understood 
that Noranda achieved Year 2000 readiness 
at the end of the third quarter of 1999 
through its own assessment, remediation, 
testing, contingency planning and review 
process. Total costs of less than $0.5 million 
were incurred for Year 2000 readiness at the 
Louvicourt Mine. Novicourt incurred no 
costs for Noranda ’s Year 2000 readiness. 

As a result, the transition to Year 2000 
was uneventful. Year 2000 procedures were 
implemented to reduce risk from unforeseen 


events. Systems were monitored following 


the date change without any significant 
problems indicated. Monitoring at the 
Louvicourt Mine and by Noranda contin- 


ued through the first two months of 2000. 


ACCOUNTING CHANGES 

The Canadian Institute of Chartered 
Accountants has issued new accounting 
recommendations with respect to employee 
future benefits and income taxes, effective 
in the first quarter of 2000. Under these 
new rules, the cost of retirement benefits 
and certain post-employment benefits are 
recognized over the period in which 
employees render services in return for those 
benefits. Other post-employment benefits 
are recognized when the event triggering the 
obligation occurs. Deferred income taxes 
will be recorded as if all assets and liabilities 
recognized in the balance sheet were settled 
at their carrying amounts. Novicourt 
intends to adopt these recommendations 
retroactively. It is not expected that any 
resulting changes will have a material impact 


on annual earnings. 


DIVIDEND POLICY 

Novicourt has a dividend policy whereby it 
will declare and pay semi-annual dividends 
of $0.10 per common share in May and 
November of each year as long as sufficient 
free cash flow is generated by the Company 
to sustain such dividend levels. After the end 
of each year, the Board of Directors may 
also consider the declaration and payment of 
a special dividend. The declaration, payment 
and amount of such special dividend are 
determined at the discretion of the Board 


of Directors. 
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The accompanying financial statements and other financial information have been prepared by the management of the Company which is 
responsible for their integrity and objectivity. To fulfill this responsibility, the Company maintains appropriate policies, procedures and 
systems of internal control to ensure that its reporting practices and accounting and administrative procedures are of high quality, consistent 
with reasonable costs, and provide reasonable assurance that relevant and reliable financial information is produced. 


These financial statements have been prepared in conformity with generally accepted accounting principles and, where appropriate, reflect 
estimates based on management’s judgment. The financial information presented throughout this annual report is consistent with the 
information contained in the financial statements. 


Ernst & Young LLP, the independent auditors appointed by the shareholders, have reviewed the systems of internal control and audited the 
financial statements in accordance with generally accepted auditing standards to enable them to express to the shareholders their opinion on 
the financial statements. Their report as auditors is set out below. 


The financial statements have further been examined by the Board of Directors and by its Audit Committee which meets regularly with the 
auditors and management to review the activities of each. The Audit Committee reports to the Board of Directors. The auditors have direct 
and full access to the Audit Committee and meet with the Committee both with and without the presence of management. The Board of 
Directors, through its Audit Committee, oversees management's financial reporting responsibilities and is responsible for reviewing and 
approving the financial statements. 


Lance Tigert Toronto, Canada 
Vice President, Finance January 14, 2000 


AAO ID IW OINS” IRIE Pe © IR T 


To the Shareholders of Novicourt Inc. 


We have audited the balance sheets of Novicourt Inc. as at December 31, 1999 and 1998 and the statements of earnings, retained earnings 
and cash flows for the years then ended. These financial statements are the responsibility of the Company's management. Our responsibility 
is to express an opinion on these financial statements based on our audits. 


We conducted our audits in accordance with auditing standards generally accepted in Canada. Those standards require that we plan and 
perform an audit to obtain reasonable assurance whether the financial statements are free of material misstatement. An audit includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. 


In our opinion, these financial statements present fairly, in all material respects, the financial position of the Company as at December 31, 


1999 and 1998, and the results of its operations and its cash flows for the years then ended in accordance with accounting principles 
generally accepted in Canada. 


Ernet ¥ Pay LP 


Chartered Accountants ‘Toronto, Canada 
January 14, 2000 
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As at December 31 
(incorporated under the laws of Quebec) 
($ in thousands) 
Assets 
Current: 
Cash and short-term deposits [note 4(a)] 
Accounts and settlements receivable 
Due from Noranda [notes 4(b) and (d)] 
Other trade 
Inventories of mineral products [note 4(d)] 


Materials, supplies and prepaid expenses 
Capital assets (note 2) 
Liabilities and Shareholders’ Equity 
Current: 


Accounts payable and accrued liabilities 


Taxes payable 


Deferred taxes 
Provision for site closure and reclamation 


Shareholders’ equity (note 3) 


(see accompanying notes) 


On behalf of the Board 


John C. White Guy Lord 


Director Director 


1999 


$ XS SY) 


eae) 
585 

861 

2,216 

52,974 
64,017 

$ 116,991 


$ Spewly | 
2,242 
W359) 


NS), Maks} 

3,453 

92,866 

$ IAN, Sel 


1998 


23,543 
2201 

6,297 

1,855 

34,526 

(Ee ee 

$ 111,698 


10,707 
128 
91,562 
$ 111,698 
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For the years ended December 31 
($ in thousands except per share data) 
Revenues 
Sales of concentrates [note 4(b)] 
Less: Treatment charges [note 4(b)] 


Change in inventories at estimated net realizable value 


Expenses 
Production 
Depreciation and amortization 
Exploration 
Administration 


Provision for site closure and reclamation 


Operating income 
Interest income, net [note 4(a)] 
Earnings before taxes 
Taxes 
On income (note 5) 
On production 
Net earnings 


Basic earnings per share 
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For the years ended December 31 

($ in thousands) 

Balance, beginning of year 
Net earnings 

Dividends on common shares 
Balance, end of year 


(see accompanying notes) 
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$ 


1999 


88,504 

(31,000) 

(388) 
57,116 


25,187 
14,793 
1,104 
865 
725 
42,674 
14,442 
976 
15,418 


37120 
2,345 
28) 

0.23 


1999 
26,667 
9,353 
(8,049) 
27,971 


$ 


HF 


$ 


$ 


1998 


79,892 
(33,117) 
(467) 

46,308 


26,244 
13,453 
969 
1,100 
723 
42,489 
3,819 
596 
4,415 


1,015 
942 
2,458 
0.06 


1998 
36,283 
2,458 
(12,074) 
26,667 
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For the years ended December 31 
($ in thousands) 
Cash from operations: 
Net earnings 
Add non-cash items 
Depreciation and amortization 
Deferred taxes 
Provision for site closure and reclamation 
Loss on disposal of capital assets 
Cash from operations before changes in operating working capital 
Changes in operating working capital 
Cash flow before investing and financing activities 
Cash used for investing activities: 
Additions to capital assets, net 
Cash flow before financing activites 
Cash used for financing activities: 
Dividends on common shares 
Net increase (decrease) in cash 
Cash at beginning of year 
Cash at end of year 
Supplemental Cash Flow Information: 
Cash taxes paid 


Cash consists of cash and short-term deposits. 
(see accompanying notes) 


1998 


$ 2,458 


13,453 
638 
72k. 

41 

1738 

(10,843) 
6,468 


(1,782) 
4,686 


(12,074) 
(7,388) 
8,018 


$ 630 


1,312 
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(All dollar amounts in thousands unless otherwise indicated) 


1. Significant accounting policies 
The accompanying financial statements are prepared in accordance with accounting principles generally accepted in Canada. Significant accounting 


policies are as follows: 


(a) Investment in Louvicourt and Louvaur Joint Ventures — The Company’s 45% interest in the Louvicourt and Louvaur Joint Ventures 
is proportionately consolidated in these financial statements. Accordingly, the Company’s pro rata share of the assets, liabilities and 


expenses of the Louvicourt and Louvaur Joint Ventures is consolidated with those of the Company’s in these financial statements. 


(b) Revenue recognition — The Company recognizes revenue only to the extent of sales of mineral concentrates. The income effect of 
valuing concentrates on hand at estimated net realizable value is presented separately from sales of concentrates. Any changes in prices 
used to calculate the estimated net realizable value of sales of concentrates or concentrate inventories are recognized in income in the 
period when the change occurs. Price changes could have a material effect on revenues as final prices for production are determined up 


to three months after shipment. 


(c) Capital assets — Major development and construction in progress costs incurred to bring the mining property into production were 
capitalized until commercial production was achieved. Substantially all of the capitalized costs are amortized or depreciated using the 
units-of-production method. Exploration expenses are charged against current earnings unless they relate to properties from which a 


productive result is reasonably certain. 


(d) Inventory — The Company has a 45% share of the inventory maintained at the Louvicourt Mine. Inventories of mineral products are 


valued at estimated net realizable value. Materials and supplies are valued at the lower of average cost and replacement cost. 


(e) Site closure and reclamation costs — Provisions are made for site closure, severance and reclamation costs of the Louvicourt Mine using 
the units-of-production method by charges to earnings over the expected life of operations. Estimates of site closure, severance and 
reclamation costs may change in the future. Any changes to the estimates will be reflected in income over the remaining reserve life when 


the change occurs. 
(f) Income taxes — The Company follows the deferral method of tax allocation in accounting for income and production taxes. 
(g) Forwards and option contracts — The Company periodically uses forward foreign exchange contracts to hedge the effect of changes in 


exchange rate on the sale of metals concentrates, and forward options and option contracts to hedge the effect of price changes on a 


portion of the metals in concentrates it sells. Gains and losses on these contracts are reported as a component of the related transactions. 
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2. Capital assets 


1999 1998 
Property, plant and equipment, at cost $ 74,150 $ C2, FAS 
Accumulated depreciation (39,500) (31,429) 
34,650 42,347 
Deferred development, at cost 61,254 60,027 
Accumulated amortization (35,076) (29) 210) 
26,178 30 fl 7 
Deferred exploration, at cost 6,694 6,694 
Accumulated amortization (375105) (2,686) 
3,189 4,008 
$ 64,017 $ FMA 2 
3. Shareholders’ equity 
Capital Stock 
Authorized: 
Preferred shares, an unlimited number issuable in series. 
Common shares, an unlimited number. 
1998) 1998 
Issued: 
Common shares $ 61,780 $ 61,780 
Contributed surplus Sy, bal’ BS 
64,895 64,895 
Retained earnings uipaitiel: 26,667 
$ 92,866 $ 91,562 


At January 1, 1998, the Company had 40,246,347 common shares outstanding. In each of the years ended December 31, 1999 and 1998, 


there were no changes to the number of outstanding common shares. 


At December 31, 1999 and 1998, there were outstanding options to purchase 115,000 common shares at $3.48 per share expiring on 
January 29, 2001. 
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4. Related party transactions 

(a) The Company participates in a short-term investment pool with Noranda Inc. (“Noranda”) and associated companies. The pool is oper- 
ated to provide participating companies with the opportunity to invest or borrow funds on a short-term demand basis. Interest charges 
and credits are at market rates, based on the rates for Bankers’ Acceptance and Commercial Paper published by the Bank of Canada. 
On December 31, 1999, cash and short-term deposits of $26,599 included $26,490 on deposit with this pool. Net interest credits on 
amounts in the pool in 1999 amounted to $867. On December 31, 1998, cash and short-term deposits of $630 included nil on deposit 


with this pool. Net interest credits on amounts in the pool amounted to $511 in 1998. 


(b) Transactions with Noranda related to the sale of mineral products were effected at rates set out in various contractual agreements 


between the parties, such agreements being similar to those commonly used in the industry. 


(c) Charges for management, technical data processing and research services were at rates which approximated the actual cost of 
providing the services. The amounts incurred in 1999 and 1998 were $240 and $290, respectively. The Louvicourt Joint Venture also 
incurs expenses for technical and research services payable to Noranda. The Company’s proportionate share of these expenses was $571 


in 1999 and $454 in 1998. 


(d) In December 1998, the Company prepaid the smelting and refining charges on four months of unsettled copper concentrate shipments 
to Noranda in return for a reduction of the smelting charges. The amounts that were prepaid were returned to the Company, including 
the reduction in smelting charges, during the first quarter of 1999. Also in December 1998, the Company purchased 12,343 tonnes of 
concentrate from Noranda. This concentrate position was re-sold to Noranda in January 1999 for a small gain. The total value of the 
two transactions with Noranda was $15.0 million. Novicourt did not assume any additional metal price or foreign currency risk as a 


result of these transactions. 


5. Income taxes 


The variance between the income taxes computed at the combined statutory rate and the effective rate for the Company is reconciled 


as follows: 
1999 1998 
Income taxes based on combined Federal and Quebec rate of 38% $ 5,488 $ 1,678 
Increase (Decrease) in taxes resulting from: 
Resource allowance (2,150) (756) 
Other 382 92 
$ 8/20) $ 1, OUS 
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6. Commitments 


(a) The Company has entered into agreements to sell its 45% interest of copper and zinc concentrates from the Louvicourt Property to 


Noranda at normal trade terms and prices. 


(b) At December 31, 1999, the Company had no outstanding forward sales contracts for either foreign currency or copper production. 
The Company had the following copper hedge positions at December 31, 1998: 


BORA IA RID SAU ES 
Tonnes Price (US$) 
1999 900 0.88 


In addition, at December 31, 1998, the Company had entered into forward sales contracts for US $22.0 million at exchange rates averaging 
$1.38 as a hedge against 1999 revenues. At December 31, 1998, the fair value of these contracts based on market quotations was a loss of 
$3.2 million. 


7. Year 2000 

The Year 2000 Issue arises because many computerized systems use two digits rather than four to identify a year. Date-sensitive systems may 
recognize the year 2000 as 1900 or some other date, resulting in errors when information using year 2000 dates is processed. In addition, 
similar problems may arise in some systems which use certain dates in 1999 to represent something other than a date. Although the change 
in date to the year 2000 has occurred, it is not possible to conclude that all aspects of the Year 2000 Issue that may affect the Company, 


including those related to customers, suppliers, or other third parties, have been fully resolved. 
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